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PERSPECTIVES 





World grain production is pegged at a record 1.63 billion 
tons this season, up 70 million tons from last year. We 
can't blame foreign grain crops for the current oversupply 
because 64 million tons or 90% of the world production 
increase comes from us. U.S. all-grains output accounts 
for 20% of the world crop, up from 17% last season. 


The U.S. cotton situation continues to deteriorate... 








Both domestic mill use and export prospects sag further. 
Stocks on July 31, the end of the current marketing year, 
are likely to reach about 6.4 million bales, more than a 
6-month supply at current use rates. U.S. farm prices 
have been running about 30% below year-earlier levels. 


USDA's mid-March outlook for 1981/82 U.S. crop prices: 
wheat, down 21 cents per bushel from last season's $3.91 
average; corn, down 56-71 cents per bu. from $3.11; 
soybeans, down $1.52 per bu. from $7.57; and rice, down 
$2.55-$3.55 per cwt. from last season's $12.80 average. 





Smaller 1982 production prospects would help prices, but 





already we may be looking at another 2-billion-bushel 
wheat crop. What about spring plantings? Much depends on 
how many farmers participate in acreage-reduction programs 
and how much of the land taken out of production is just 
marginal, low-yielding acreage. 


Winter left a mixed legacy . . . Weather watchers say this 





season starts with the best soil moisture supplies and 
western snowpack they've seen in years. But, recently, 
heavy snowmelt and precipitation delayed fieldwork and 
caused some serious flooding in the Midwest. 


For livestock, the harsh winter slowed weight gains. Meat 





supplies are falling from recent record highs, and 
livestock prices are strengthening. Feeding margins have 
improved, but it will take sustained profits to encourage 
increased cattle feeding and hog production. 


User fees starting May 1 . . . That's when USDA's Economic 





Research Service discontinues free distribution of its 
publications, making them available on a purchase basis. 

A reduced budget means the alternative would be to curtail 
basic research activities. Still free--the ERS Research 
Abstracts newsletter. It provides descriptive and price 
information on available publications. To receive this 
newsletter, write to EMS Information, Room 440-GHI, USDA, 
Wash., D.C. 20250. Ask for it by name. For more details 
on the new sales policy, write to the same address. 
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Will Midsize Farms Fade as 
Small and Big Farms Multiply? 


he 45-year-long decline in U.S. farm 

numbers was apparently broken 
last year, but not by the traditional full- 
time farm. 


Of the 8,000 new units that showed up in 
the 1981 farm count, most are probably 
small, part-time farms not capable of 
generating enough income to fully sup- 
port a family. Agricultural economists 
still see little evidence that the midsize 
commercial farm is holding its own, 
much less staging a comeback. 


In many respects, the turnaround in 
small farm numbers is a positive sign. 
New small farms and their residents 
bring fresh skills, a stronger financial 
base, more stability, and often new in- 
dustries to rural communities. 


Such farms can also help keep land and 
other resources in agriculture, perhaps 
for more intensive use sometime in the 
future. This may partly explain 1981's 
slight increase in the amount of land in 
farms, the first in many years. 


However, neither the resurgence in 
small farms nor other current trends in 
farm numbers are very encouraging for 
midsize commercial farms, according to 
Donn Reimund, a farm sector analyst 
with USDA's Economic Research Serv- 
ice 


Reimund and his colleagues are 
concerned that: 


e Any rebound in farm numbers may 
not signify improved access to full-time 
commercial farming—in fact, the in- 
crease in small farms may present some 
competition for midsize family farms 


¢ Relatively small numbers of large 
farms continue to capture an increasing 
share of commercial farm production. 


¢ Midsize family farms are still losing 
ground under severe pressures to ex- 
pand or scale back their operations. 


If these trends continue, U.S. agriculture 
will be increasingly characterized by two 
major classes of farms: large farms, 
producing most of the nation’s output; 
and small, part-time farms, producing 


little and serving primarily as rural 
residences. 


Delving into the Farm Count 

One major difficulty in evaluating trends 
in farm numbers frequently boils down 
to the old question of what constitutes a 
farm. It doesn’t take much to be count- 
ed. 


By definition, all that’s needed to qualify 
as a farm is $1,000 in annual sales of 
agricultural products. In many cases, 
that may mean no more than a few hogs 
or steers sold during a given year, Rei- 
mund says. 


Even sales of $5,000, $10,000, or 
$20,000 a year do not indicate that a 
farm is a full-time commercial enter- 
prise. In 1980, farms with annual sales 
between $10,000 and $20,000 netted an 
average of only $4,300. It was off-farm 
income that pushed the total earnings of 
the average operator family to more than 
$17,000. 


For many of them, farming is serious 
business, but they farm by choice, not 
necessity. Farming is only a part-time, 
extra-income activity often chosen more 
as a lifestyle than an occupation. For 
others, it’s pursued solely as a hobby or 
to take advantage of laws that offer tax 
breaks on agricultural real estate. 


So far, the apparent comeback in farm 
numbers seems to be confined to these 
small-size units where farm status is 
most controversial, according to Rei- 
mund. 


Breakdowns by sales classes aren't yet 
available for 1981, but figures for 1980 
show that about half of the nation’s 
farms had annual sales of less than 
$10,000. Between 1977 and 1980, the 
number of farms with annual sales of 
$2,500-$9,999 increased 10 percent to 
684 ,000—the reverse of their long-term 
downtrend. 


Even farms in the smallest sales class 
($1,000-$2,499) may have increased in 
1981 after years of steady and rather 
sharp declines. Numbers of these farms 
had already been growing in the West 


and Northeast, though their nationwide 
count plunged 30 percent—to 509,000— 
between 1977 and 1980. 


“We plan to test the hypothesis that 
many of these smaller farms, particularly 
those in the lowest sales class, aren't 
farms at all in the traditional sense,” Rei- 
mund says. “We may well find that 
they’re primarily rural residences with a 
minimum amount of agricultural produc- 
tion, enough to get them classified as 
farms.” 


Are Small Farms a Threat? 

There’s more than one hazard to viewing 
a rebound in farm numbers as a sign of 
improved prospects for the modest- 
sized, full-time family farm. Many of to- 
day’s new small farms will never grow. 
They don't represent a starting point for 
career farmers interested in expanding. 


“They may have no intention of ever 
getting into full-time commercial 
production,” Reimund says. In _ fact, 
these farms may themselves reflect 
movement in the opposite direction. 


“To some extent, the small farm come- 
back may represent the transition of 
resources out of agriculture as full-time 
commercial enterprises are transferred 
into the hands of others with only secon- 
dary interests in farming,” he says. 


Even more serious may be the com- 
petitive threat posed by small, 
residential-type farms. Their income 
clout is often intimidating—and may 
bode ill for the midsize commercial 
farmer. 


“Our typical concept of the small farm 
has been a low income, often poverty- 
level operation, but increasingly the 
operators are becoming anything but 
low income. Some are quite affluent,” 
Reimund says. The explanation, of 
course, is that most of the income— 
more than 90 percent for the smallest 
farm sales class as a whole—comes 
from off the farm. 


“People with fairly sizable nonfarm in- 
comes can pay prices for land that mid- 
size farmers can’t match. So, they can 
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Farm Count Shows a Rebound in Small Farms, Continued Growth in Large 


Farms, and a Squeeze in the Middle 
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bid farm resources (such as land) away 
from all except very well-heeled farm- 
ers.” 


Adding to the threat—and perhaps part- 
ly responsible for the turnabout in farm 
numbers—is the urban to rural popula- 
tion shift. As people move from cities to 
farming areas, they compete for rural 
land. In many cases, they can afford to 
buy good farmland for use primarily as a 
rural residence and, perhaps, secon- 
darily to produce some crops or 
livestock. 


If these primarily residential units con- 
tinue to capture farm resources and if 
future incentives aren't sufficient to pull 
these resources back into full 
agricultural use, commercial oppor- 
tunities for new farm entrants will be 
further curtailed. 


The actual impact is difficult to an- 
ticipate, adds economist Neal Peterson, 
one of Reimund’s colleagues. 


“As far as the national stock of land is 
concerned, these new, small farms can 
be viewed as a long-term fallow within a 
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lengthy rotation. As such, they may be a 
good thing. Intensive cash grain farming 
has reduced rotations and eliminated 
fallows, much to the detriment of soil 
structure,” he says. 


“On the bad side, the pattern of subdivi- 
sion of large tracts by small farms and 
rural residences—depending on how it 
is done—may make reversion to inten- 
sive production extremely costly and 
well-nigh impossible.” 


Peterson raises other unanswered ques- 
tions, such as how the conflicting in- 
terests of these different groups of farm- 
ers will translate into competition in the 
political arena and in the marketplace. 


Large Farms Still Gaining 

If small farms are now on the rise, num- 
bers of large farms (annual sales of 
$100,000 or more) have been increasing 
rapidly for many years. Although their 
numbers are no match for the small farm 
tally, their growth has been dramatic 
enough to significantly influence the 
overall statistics. 


From 1970 to 1980, these farms 
registered nearly a fivefold increase to 
282,000, or 12 percent of all farms. Even 
after discounting the effects of inflation, 
which artificially pushes farms into 
higher sales classes, the increase was 
60 percent—a sizable gain, according to 
Peterson. 


Large farms now produce most of the 
nation’s cotton, potatoes, orchard crops, 
eggs, broilers, and turkeys. In 1980, they 
took in 69 percent of all cash receipts 
from farming, up from 33 percent in 
1970. 


Like affluent small farm residences, 
these large farms are also in a position 
to bid resources away from midsize 
family farm units. The resulting concen- 
tration of farm sector wealth and farm 
output on larger farms leaves the food 
production system—and those who rely 
on it—more dependent on fewer 
producers. 


This concentration is also a threat to the 
traditional role of the modest-sized com- 
mercial farm. Ten years ago, farms in 
the under-$40,000 sales classes took in 
45 percent of all cash receipts from 
farming. By 1980, the figure was only 12 
percent. 


There’s concern, too, about the impor- 
tant role these farms have always played 
in the rural community. 


“Large farms often do not have the same 
sources of purchased inputs as smaller 
farms,” Peterson says. “They tend to 
deal with wholesalers and distributors 
who serve a wide region. Thus, they 
don't contribute to the rural economy the 
same way smaller farms do.” 


Squeeze on Midsize Farms 

While numbers of small and large farms 
are growing, it’s the midsize family farms 
that are slowly disappearing. Inflation 
pushes some into higher sales brackets, 
others expand their operations, and still 
others are forced to scale back. 


Farms with annual sales of $20,000 to 
$39,999 declined rapidly during the 





1970's, and analysts expect this to con- 
nue through the 1980’s. Within a few 
years, even the $40,000-$99,999 sales 


jJroup may drop in number 


hese midsize farms seem to be too 
rae for part-time farms and too small 
ill-time Peterson notes 
inder the greatest adjustment 


farms 


to either expand to ir 


nd capture larger Capital 


Reversing a 
Long-Term Slide 


Where will farm numbers go from 
here? 


Farm sector analysts are reluctant 
to speculate. The long, downhill slide 
in the farm count may have ended, 
or it may have only paused for breath 


Farm numbers couid even continue 
to climb as they did last year, 
although a major rebound in the 
overall count is considered very 
unlikely. 


In any case, a look at the last 20 years 
suggests that 1981's rally isn't too 
surprising. The farm numbers decline 
has been slowing for some time, 
setting the stage for at least a tem- 
porary leveling off. 


Between 1960 and 1965, farm num- 
bers plunged an average 121,000 a 
year. In the next 5 years, the annual 
decline averaged 81,000. By the first 
half of the 1970's, we were losing only 
36,000 farms a year. 


A change in the definition of a farm 
resulted in a sharp drop in 1977, but 
after that the slowdown in the farm 
numbers decline continued. The 
count dropped by only 20,000 from 
1977-78, 6,000 from 1978-79, and 
2,000 from 1979-80. Thus, the turn- 
about reported for 1981 fits right 
into the pattern. 


Last year’s additional 8,000 farms 


gains, or to contract and depend more 
on off-farm income 


They face competition for farm 
resources from all sides. And as their 
numbers erode, there seems to be little 
likelihood of easily replenishing their 
ranks 


Opportunities for new farm entrants and 
the upward mobility of small, part-time 
farms are increasingly constricted as the 


translate into an increase of only 
one-third of 1 percent when 
measured against the nation’s more 
than 2.4 million farms. More 
nuteworthy, of course, is the direction 
of change. 


This was the first rise in farm num- 
bers since 1935, and another, 
though smaller, increase of 1,000 
farms is predicted this year. That 
would boost the 1982 total to 
2,437,000, according to USDA's 
latest Farm Numbers report. 


capital requirements of farming mount. 
Analysts estimate capital requirements 
for a full-time commercial farm at more 
than $500,000. 


The effect is essentially to reserve com- 
mercial farming for existing farmers and 
their descendents, according to Rei- 


re 


mund and Peterson. 0 


[Based on special material provided by 
ERS economists Donn Reimund and 
Neal Peterson.] 


The same report notes a slight in- 
crease in the amount of land in farms 
last year, also reversing a long-term 
trend. It also indicates that average 
farm size has stabilized at 429 acres 
after years of steady growth. 


States showing increases in farm 
numbers between 1980 and 1981 
were concentrated in the East and 
West rather than the central part of 
the country. Nine of the 11 
westernmost states registered gains. 





Nine of the 11 Westernmost States Registered Gains in 1981 Farm Numbers 


1981 farm numbers (in thousands): 


Change from 1980: 


([—) increase 
{__) Decrease 
C——_) No change 
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Back-to-Country Trend 
Reshapes Rural America 


he back-to-the-country trend that 

emerged in the 1970’s may consist 
of several population shifts that are 
changing the face of rural America. 


A new study of 1980 U.S. Census data by 
USDA population specialist Calvin L. 
Beale confirms that real migration—not 
just urban spillover—is behind the trend. 


Spillover contributed to the 17.4-percent 
population gain in counties adjacent to 
metropolitan areas in the 1970's, Beale 
notes. But, in the same period, popula- 
tions in isolated counties gained 14 
percent. 


Moreover, isolated counties having no 
city with as many as 10,000 people 
gained 13.6 percent compared with a 
9.8-percent population increase in 
metropolitan counties in that period. 


The performance of isolated counties 
means that spillover “has not been the 
principal source of increase in non- 
metropolitan growth,” Beale suggests. 


This reversal is dramatic. Only a decade 
earlier, metropolitan counties grew in 
population at four times the rate of non- 
metropolitan counties: 17 percent 
versus 4.4 percent. Counties with no city 
of 10,000 actually lost 2.7 percent from 
1960 to 1970. 


In the 1960’s, urban proximity seemed a 
dominant factor. Adjacent counties grew 
more than five times as fast as those 
isolated from metropolitan areas. 


In the 1970's, however, “the new growth 
occurred disproportionately in low den- 
sity and open-country districts,” he says. 
In fact, the less densely populated a 
county was in the 1960's, the greater was 
its increase from 1970 to 1980. 


“The rural open-country and village 
population grew by 5.6 million from 1970 
to 1980. Only the decade from 1850 to 
1860 saw rural growth of this amount.” 


Widespread Gains 


Rural gains were so widespread that all 
but three states—Connecticut, Indiana, 
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and Rhode Island—showed increases in 
nonmetropolitan growth. 


So sweeping was this rural growth trend 
that even poorer counties benefited. 
“There is now almost no relationship 
between the income levei of non- 
metropolitan counties and their rate of 
population change,” Beale notes. 


This is a reversal of trends in past 
decades when poorer counties lost 
population heavily. 


In the 1960’s, counties with median 
family incomes of $10,000 or more (in 
1969) gained 18.6 percent, compared 


with an 8.2-percent loss among the 
poorest counties with $5,000 or less in 
median family income. 


In the 1970's, the richest counties gained 
16.9 percent, while the poorest counties 
had 12.3 percent more people. 


Behind these overall statistics are major 
changes among the people who live in 
rural counties. “The people who have 
moved into rural and small town areas 
during recent years represent a wide 
range of backgrounds,” Beale says. 
“The full spectrum of education, age, in- 
come and occupational categories is 
present.” 


One result of this changing mix is that 
the median age in nonmetropolitan 
counties is rising more slowly. A survey 
found that 69 percent of urban people 
moving to the country were under 35 
years old, and more than a fifth were un- 
der age 15. 


Racially, new nonmetro residents are 
disproportionately white—about 94 
percent—and more likely to work in 
white collar jobs than longer term rural 
people. However, rural blacks can also 
point to some progress. 


“The level of rural black population has 
stabilized considerably,” Beale says. 
Predominantly black counties gained 3.2 
percent in population in the 1970's, com- 


Nonmetro Counties Grew Faster than Metro Counties in the 1970’s 





Population 


Percentage Change 





1980 1970 
thousands 


203,301 
148,877 
54,424 


226,505 
163,503 
63,002 


Total U.S. population 
Metro’ 
Nonmetro 


Nonmetro counties: 
Adjacent to metro? 
Not adjacent to metro 
Not adjacent, with: 

a city of 10,000+° 
no city of 10,000 


32,901 
30,101 


13,642 
16,458 


28,031 
26,394 


11,910 
14,484 


1960 1970-80 1960-70 
percent 


179,323 11.4 13.4 
127,191 9.8 17.0 
52,132 15.8 4.4 


26,113 17.4 7.3 
26,019 14.0 1.4 


11,132 14.5 7.0 
14,887 13.6 -2.7 





‘Metro status as of 1974. *Nonmetro counties adjacent to Standard Metropolitan Statistical Areas. *Coun- 


ties with a city of 10,000 or more population in 1970 





A Boon or a Bane? 


Has the population growth surge in 
rural counties been a boon or a 
bane? 


“| would say that, on balance, it is 
beneficial,” contends USDA popula- 
tion specialist Calvin L. Beale. He lists 
several advantages and disadvan- 
tages. 


On the plus side: 


« It creates a “better balance of pop- 
ulation growth and economic op- 
portunity” within the nation. 


« It provides new residential free- 
dom. “We now have more people liv- 
ing where they want to live rather 
than merely where they feel economic 
circumstances dictate.” 


¢ It indicates “that basic material 
conditions of life in rural areas at 
long last approximate those in urban 
areas sufficiently to make rural liv- 
ing attractive.” This includes elec- 


pared with a 9.8-percent loss in the 
previous decade 


Behind the Turnaround 

What's behind this turnaround in migra- 
tion trends? Beale cites several 
economic and social factors: 


« “The decades-old displacement from 
farming is now so small that it can no 
longer dominate rural trends,” he says. 
In the 1960's, 2 million jobs in agriculture 
disappeared. In the 1970's, only 150,000 
jobs were lost. 


e Nonfarm job opportunities in rural 
counties have improved greatly 
Perhaps surprisingly, most of this 
growth occurred in service industry jobs, 
not in manufacturing. 


In the 1960's, manufacturing provided 


tricity, water, central heating, com- 
munications, paved roads, education, 
and job choices. 


¢ It retains and attracts younger peo- 
ple to stabilize the age composition 
of counties except in retirement 
areas. Previously, the average age 
increased as young people migrated 
out. This, in turn, helps end “the 
decades-long atmosphere of econo- 
mic and social decline and decay 
that overhung so many 
communities.” 


On the minus side: 


¢ Farmiand is lost to sprawling rural 
population growth, and farmers may 
be restricted from traditional farming 
practices. 


« Open-country settlement entails 
higher distribution costs for 
services. 


¢ Declining population in large 
cities creates national social and 
economic problems. 


31 percent of new nonmetro, nonfarm 
jobs. But, in the 1970's, only 15 percent 
of such jobs came from manufacturing 
industries. 


¢ Social factors, such as a clean en- 
vironment and rural lifestyles, are the big 
draws for newcomers, according to 
several surveys of new rural residents. 


¢ Retired people often find economic 
and social advantages in moving to the 
countryside. In fact, the 20C nonmetro 
counties which, in the 1960’s, were most 
popular among retirees showed a 47- 
percent growth in the 1970's. 


Beale stresses that in most of these 
counties, newcomers during the past 
decade weren't predominantly of retire- 
ment age. 


“None of this is to imply that America is 
on its way to becoming a non- 
metropolitan nation again. Three-fourths 


of the people still live in metropolitan 
areas,” Beale says. 


“We are experiencing a drop in the 
average size of communities, but the 
dominant character of the society is still 
very much metropolitan.” 


Drawbacks 

The rural population surge hasn't been 
without its drawbacks, especially for 
rural governments. 


“Not only must the local governments 
extend existing services to a growing 
population, but new residents often de- 
mand public services at levels more 
similar to those provided in urban 
areas,” Beale says. 


“As a result, in the mid-1970’s local 
government expenditures per capita 
were increasing at a faster rate in non- 
metropolitan areas than in metropolitan 
areas.” 


In some areas, long-term residents 
aren't happy about the growth, par- 
ticularly in some western states where 
water is scarce and the environment is 
revered. 


While Beale expects the current trend to 
continue, he notes that in the last few 
years the rural job growth rate has drop- 
ped to the urban rate, and that the rural 
unemployment rate has overtaken the 
urban rate. 


“These more recent trends could in- 
dicate that the bloom is off the non- 
metropolitan economic surge,” he says, 
“even though a return to preturnaround 
conditions is highly unlikely.” 


Despite such economic dampening, he 
contends that social motivations will 
continue to lure city dwellers and to keep 
rural people in their home counties “until 
the popular perception of the conditions 
and terms of life in large urban areas im- 
proves, and/or until the philosophic un- 
derpinning of the shift to smaller com- 
munities weakens.” 0 


[Based on special material provided by 
ERS population specialist Calvin Beale.] 
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AGRICULTURAL ROUNDUP 


Ownership 
Obstacles May 
Mean Idle Acres 


Millions of acres of U.S. land could 
be brought into crop production, 
but not all the owners have the in- 
centives, resources, or desire to 
farm their land. 


Ownership obstacles affect as 
much as 43 percent—or 55 million 
acres—of the nation’s 127 mii- 
lion acres of land with high or 
medium potential for cropland 
conversion. About 413 million 
acres currently qualify as crop- 
land, but additional land may 
eventually be needed if domestic 
and export demand for agricul- 
tural products continues to grow. 


Bringing the additional land into 
farming is easier said than done, 
according to a recent study con- 
ducted under a cooperative 
agreement between Oklahoma 
State University and USDA's 
Economic Research Service. 


Researchers found that owners of 
potential cropland generally hold 
smaller parcels, have lower net 
farm incomes, and are less active 
in farming than those already us- 
ing their land for crops. 


About 21 percent of potential 
cropland is concentrated in 
holdings of less than 100 acres, 
compared with only 13 percent for 
current cropland. Cropping these 
small tracts of land may not be 
profitable enough to offset the 
cost of machinery and other 
production inputs. 


On the other hand, if future com- 
modity prices are high enough, 
small holdings could be absorbed 
into larger operations and 

turned into profitable cropland. 


Although 40 percent of the own- 
ers of potential cropland do farm 
other land, they tend to have 
lower net farm incomes than own- 
ers of current cropland. Of 
course, net farm income doesn't 
necessarily indicate an owner's 
financial ability to bring additional 
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land into farming. Off-farm jobs, 
for example, can provide the 
capital needed for cropland 
development. But those jobs can 
also take an owner's interest and 
time away from farming. 


About 12 percent of the potential 
acreage is in the hands of owners 
who don’t farm at all and who 
don't rent the land to others for 


* agricultural use. They may be 


holding the land for recreational 
use, rural homes, or urban 
development. 


Other factors could also affect 
how owners plan the future of their 
land. According to the study, the 
location of the land could make a 
difference in future cropland con- 
version. A growing city, for exam- 
ple, will encroach on farmland 
development. 


The use of land for crops is very 
unlikely if it can fetch a higher 
price on the urban market. About 
9 percent of potential cropland is 
located in densely populated 
metropolitan counties. 


Also, the age of the owner could 
be a hindrance. Older owners may 
be more hesitant to start a new 
farming venture than younger 
ones, especially if they don't in- 
tend to will the land to their heirs. 
About 7 percent of potential 
cropland owned by sole 
proprietors and husband-wife 
partnerships is held by owners 
over 75 years oid. 


Getting on the 
Beam for 
Marketing Data 


Food product manufacturers are 
plugging into a new source of 
abundant, almost instantaneous 
market information: Electronic 
Scanner Checkout (ESC) systems 
in supermarkets. 


In stores with ESC systems, the 
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checkout clerk passes each item 
over a glass-encased laser beam 
scanner which “reads” the Uni- 
versal Product Code, a pattern of 
bars printed on product labels 
by manufacturers. The store's 
computer instantly identifies the 
product, quantity, and price. 


Because the systems are tied 
into computers, each transaction 
is recorded, along with such 
details as brand, size, price, date, 
and time. This sales data can be 
extracted on a store-by-store 
basis, allowing manufacturers to 
monitor buying patterns ac- 
cording to the ethnic, racial, or 
income characteristics of the 
neighborhood. 


Manufacturers can also see how 
their products fared in these 
stores compared with com- 
petitors, and in response to 
promotional programs, according 
to USDA economists Chariene 
Price and Charles Handy. 


The availability of such informa- 
tion is quickly expanding along 
with ESC use. ESC systems, 
which are already in a fifth of 
America’s 25,000 supermarkets, 
are being installed in more than 
200 stores each month. 


The systems may save stores a 
fifth to a half penny per sales 
dollar, primarily by reducing labor 
costs for price-marking items. 
Instead of relying on item price 
tags, prices are usually dis- 
played on shelves where the items 
are stocked. To change prices, 
the store simply alters shelf prices 


and enters the new item cost into 
the computer. 


Customers benefit from faster 
checkouts and—if savings are 
passed on—lower prices. 


Although ESC systems have been 
available since 1974, most 
supermarkets delayed adopting 
them until recently. Consumer 
groups opposed the removal of in- 
dividual price tags, and labor 
unions feared that the ESC would 
displace some store employees. 
Six states have passed laws re- 
quiring individual item pricing. 


Many stores have countered con- 
sumer opposition by reassuring 
customers that if checkout prices 
are not identical to shelf prices, 
they will receive the item free. 
Other advantages, such as the 
detailed printout of items and 
prices on the register tape, are 
also stressed. 


Many labor unions have ap- 
parently accepted assurances that 
attrition rather than layoff will be 
used to vacate jobs eliminated by 
ESC. 


Economists Price and Handy say 
that despite rapid and wide- 
spread adoption of ESC systems, 
stores in many areas may not in- 
Stall them because of laws requir- 
ing item price marking, or 
because of customer resistance. 


Acceptance, they say, may de- 
pend greatly on whether a store 
keeps shelf prices accurate and 
up to date. 








The 1981 Farm Bill 


ppsicente and ranchers are now 
operating under the provisions of 
the Agriculture and Food Act of 1981 
and will be through 1985. 


The March FARMLINE presented the 
major implications of the new farm bill 
for wheat and feed grains. Following is a 
wrapup for other commodities and 
issues. 


Dairy 

The minimum price support for milk 
remains at $13.10 per cwt. through Sep- 
tember, moves to $13.25 for 1983, 
$14.00 for 1984, and $14.60 for 1985. 


If the Secretary of Agriculture expects 
federal dairy purchases of less than $1 
billion for any upcoming fiscal year, 
minimum price support levels will be 70 
percent of parity, or 75 percent if es- 
timated purchases will fall below 4 billion 
pounds (milk equivalent) in 1983; 3.5 
billion in 1984; or 2.69 billion in 1985. 
The Secretary may adjust the support 
level above the minimum but will not be 
required to make semiannual adjust- 
ments as under the previous farm bill. 


Dairy indemnity payments continue 
through September 30, 1985, to farmers 
who remove their milk from commercial 
markets as a result of chemical residues, 
nuclear radiation, or fallout 


Peanuts 

All producers are eligible to grow 
peanuts because acreage allotments 
have been suspended. Growers who 
have a farm poundage quota are eligible 
for the quota support rate. Anyone will 
be allowed to grow additional peanuts 
for the export and crushing markets and 
will be eligible for loans at the additional 
support level. 


The national poundage quota will be 
1,200,000 tons for 1982 and then decline 
to 1,167,300 for 1983, 1,134,700 for 
1984, and 1,100,000 for 1985. The 
national poundage quota will be appor- 
tioned among the states based on their 
percentage of the 1981 national quota. 





All producers are eligible to 
grow peanuts because acreage 
allotments have been sus- 
pended. 





The quotas will be allocated to the coun- 
ties by historical production levels. A 
poundage quota for 1982-85 will be set 
for each farm that had an acreage allot- 
ment in 1981. 


Quota-holding farmers were polled by 
mail ballot in late January. Since over 
two-thirds of those voting favored the 
provision, poundage quotas will be in ef- 
fect through the 1985 crops and no other 
quota referendum will be held. 


The sale, lease, and transfer of peanut 
farm poundage quotas will continue to 
be permitted within county lines. If the 
state’s poundage quota from the 1981 
crop was less than 10,000 tons, sale, 
lease, and transfer will be permitted 
within the state. 


The penalty for marketing peanuts 
grown in excess of the farm poundage 
quota is 140 percent of the loan level for 
quota peanuts. Additional peanuts, 
those produced above the quota, may 
be exported, crushed (for oil or feed), or 
both, or be placed under loan. 


This legislation continues the two-tier 
support system for quota and additional 
peanuts. The minimum support rate for 
peanuts produced within the poundage 
quota is 27.5 cents per pound ($550 per 
ton) in 1982. 


For 1982 peanuts, the support price 
must reflect the national average pro- 
duction cost, including the cost of land 
on a current value basis. The support 
level for the 1983 through 1985 crops will 
be adjusted to reflect changes, ex- 
cluding land cost, in the cost of produc- 
tion during the calendar year preceding 
the marketing year. However, this in- 
crease cannot exceed 6 percent. 


Soybeans 
Beginning with the 1982 marketing year, 


the loan level for soybeans is 75 percent 
of the simple average price farmers 
received during the preceding 5 
marketing years, excluding high and low 
years. The support price cannot be less 
than $5.02 per bushel. 


If the average farm price is not more 
than 105 percent of the loan level in a 
marketing year, the loan and purchase 
level may be reduced, but by no more 
than 10 percent per year, and no lower 
than $4.50 per bushel. The Secretary will 
make a preliminary support announce- 
ment by August 1 and the final level by 
October 1. 


As before, soybean acreage reductions 
cannot be required as a condition of 
eligibility for price support. 


Sugar 

Through March 31, the price of sugar- 
cane will be supported by the purchase 
of processed products to approximate 
16.75 cents per pound, and beet sugar 
at a fair and reasonable price in relation 
to that for cane. 


Effective October 1, cane sugar will be 
supported through nonrecourse loans at 
not less than 17 cents per pound for the 
1982 crop, 17.5 cents for 1983, 17.75 
cents for 1984, and 18 cents for 1985. 
The Secretary must then support the 
price of domestically grown beets 
through nonrecourse loans at fair and 
reasonable levels in relation to the loan 
levels for cane sugar. 


Grain Reserve 

The 1981 Act provides for a producer- 
owned storage program for wheat and 
feed grains. Although interest rates can- 
not be less than those CCC pays the 
Treasury, the Secretary may choose to 
waive these charges and also provide 
storage payments to encourage 
producer participation. 


When the market price for a commodity 
reaches the “trigger” (release) level, in- 
terest rates on existing loans can be 
raised and other methods used to en- 
courage farmers to remove grain from 
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the reserve. Producers who redeem 
their loans before market prices reach 
the release level will still face refunding 
of storage payments, interest penalties, 
and other charges. 


Loans may be called prior to maturity 
only if the commodities are needed to 
meet domestic or international 
emergency conditions. The President 
and the Senate and House agriculture 
committees must be alerted at least 14 
days before loans are called. 


When there’s a producer-owned 
program, the CCC cannot sell any of its 
wheat or feed grains below 110 percent 
of the trigger price; without a program, 
the price must be at least 115 percent of 
the national average loan rate. This ex- 
cludes CCC sales of corn for gasohol, 
commodities which have deteriorated, 
or crops for emergency feed programs 
or disaster reserve. 


Any ceiling on the amount of grain per- 
mitted into the reserve won't be less than 
700 million bushels of wheat and 1 
billion bushels of feed grains. 


Trade Provisions 

e If agricultural products are singled out 
for an embargo, U.S. producers must be 
compensated by a loan level of 100 per- 
cent of parity when a loan program is in 
effect, special payments, or both. These 
benefits don’t apply if U.S. sales of the 
affected commodity to the embargoed 
country did not exceed 3 percent of total 
U.S. exports of the commodity the 
preceding year. This avoids action 
against a minor importer from triggering 
widespread support programs. 


« The Act ensures that all meat and 
meat products exported to the U.S. for 
human food will meet the same inspec- 
tion, sanitary, quality, and other stand- 
ards applied to similar products 
produced here. Slaughter plants in ex- 
porting countries will be spot-checked. 


« A special revolving fund to stimulate 
U.S. farm exports from both private and 
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All meat exported to the U.S. 
for human consumption must 
meet the same standards ap- 
plied to domestic meat products. 





CCC sources has been established. The 
program includes assistance to es- 
tablish facilities in foreign countries to 
improve handling, marketing, process- 
ing, storing, and distributing com- 
modities produced and exported by the 
U.S. However, no initial funding was 
provided. 


¢ The Agricultural Trade Development 
and Assistance Act of 1954, commonly 
know as PL-480, is extended through 
1985. 


Resource Conservation 

¢ Technical and financial assistance will 
be provided in as many as 225 active 
designated areas to farmers im- 
plementing soil, water, and related 
resource conservation programs. 


e USDA will review policies that 
safeguard farmland from actions of 
other federal agencies. The Department 
will develop an education program to 
stress the importance of productive 
farmland to the nation’s well being. 
Farmland information centers may be 
created. 


¢ Most provisions of the National 
Agricultural Research, Extension, and 
Teaching Policy Act of 1977 are con- 
tinued through 1985. New or extended 
research programs were established for 
aquaculture, dairy goats, rangelands, 
rural development, and small farms. 


Other Provisions 

¢ Deficiency and land diversion pay- 
ment limits continue at $50,000 per per- 
son per year through 1985 crops. Dis- 
aster payments are limited to $100,000. 
The limits affect wheat, feed grains, up- 
land cotton, and rice, but exclude loans 
or purchases. 


¢ A new 11-member National 
Agricultural Cost of Production Stan- 


dards Review Board will meet twice an- 
nually to look at methods USDA uses to 
determine data for price support 
programs and the adequacy of the parity 
formula. 


« USDA now has the authority to seize, 
treat, quarantine, and take other 
measures to destroy an infestation of 
new plant pests on any product, article, 
or in any premises if states or other 
localities are not taking sufficient 
precautions and after the state governor 
has been consulted. 


¢« The Food Stamp program was 
authorized to continue through fiscal 
year 1982 at $11.3 billion. Regulations 
now require mandatory minimum jail 
sentences for those repeatedly illegally 
using food stamps, and temporary 
denial of benefits to households whose 
primary wage earner voluntarily quits a 
job without good cause. There are 
specific provisions for a workfare 
program. 


e An annual report will be submitted by 
the Secretary by July 1, updating infor- 
mation about family and nonfamily 
farms. The report will show how 
agricultural programs and federal laws 
affect the family farm and encourage the 
growth of nonfamily farm operations and 
investments. 


« The Emergency Agricultural Act of 
1978 is extended through September 
1982. However, no new contracts may 
be made which would push total expen- 
ditures over $600 million. 


e USDA will make loans to build farm 
storage facilities where capacity is insuf- 
ficient. 


e A Floraboard of not more than 75 
representatives from industry and com- 
modity groups will be formed to 
designate research projects, educate 
the public, and promote the use of 
plants and flowers. 0 


[Written by ERS economists Richard 
Rizzi, R. Thomas Fulton, Sara Short, and 
James Johnson.] 








Polish Crisis: 
A Time of Belt-Tightening 


Pp oland’s food supply and production 
prospects have generally de- 
teriorated since the imposition of mar- 
tial law last December 


Internal problems, such as the break- 
down in economic ties between city and 
countryside, haven’t been solved. The 
supply of industrial inputs to farmers 
continues to falter 


However, one big difference in Poland's 
agricultural outlook is the reduction in 
credit availability from the West 


Citing Soviet involvement in the martial 
law crackdown, the U.S. government 
suspended consideration of any new 
agricultural credits or credit guarantees 
for Poland. Although this action does not 
limit cash sales, Poland has depended 
on credit for virtually all its agricultural 
imports from the United States. 


Credit from other Western sources has 
been reduced, and a series of aid pack- 
ages from the Common Market was also 
suspended. So far, additional food as- 
sistance from the Soviets and Poland's 
East European allies has been limited. 


As a result of Poland’s domestic and im- 
port problems, supplies of several key 
commodities—especially meat—will de- 
cline. Most Poles will have to tighten 
their belts as diets deteriorate for the 
second straight year. 


12 


Shortages of chemicals and spare parts 
could also spell trouble for the 1982 har- 
vest. Reduced imports of raw materials 
and machinery for industries serving 
agriculture will severely strain supplies 
of phosphate fertilizer, pesticides, and 
tires for farm vehicles. 


Polish diets remain good by nutritional 
standards, and no threat of starvation is 
expected. But the food situation could 
quickly become more serious if the 
government is unable to procure roughly 
2 million more tons of food grains by 
midsummer. 


Because Poland lacks the financial 
resources to buy on international 
markets, the grain will probably have to 
come from Polish farmers. However, 
private farmers—who farm about three- 
fourths of Poland’s agricultural land— 
have been holding onto their grain. They 
remain very reluctant to sell it to a 
government that has been unable to 
guarantee the purchasing power of its 
currency. 


Without further financial credits, Poland 
faces a generally bleak food outlook. 
Only by borrowing, primarily from the 
West, has Poland been able to finance 
the agricultural imports needed to fill the 
widening gap between domestic pro- 
duction and rising food and feed de- 
mand. 


Long in Coming 

The crisis in Poland’s food economy, 
part of a general breakdown in eco- 
nomic activity, was long in coming. Dur- 
ing the late 1970's, Polish policies often 
had the effect of limiting farm produc- 
tivity. 


Insufficient amounts of industrial inputs 
such as fertilizer and farm machinery 
were channeled to the countryside, par- 
ticularly to private farms. On the other 
hand, socialized farms became ac- 
customed to growing operating sub- 
sidies from the government. 


These policies alienated the private 
farmers. Meanwhile, productivity on 
large, socialized farms declined to a 
level well below that of similar farms in 
neighboring Czechoslovakia and 
Hungary. 


To make up for rising domestic 
shortfalls, Poland turned increasingly to 
the world market—and outside credit. 
As more and more hard-currency was 
needed just to pay back current debts, 
Poland’s imports of farm commodities 
grew precariously dependent on exten- 
sions of new loans. 


Then agriculture suffered a serious set- 
back in 1980 when 10 percent of Po- 
land’s arable land was flooded, sharply 
reducing production of many feed 
crops. 
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Meanwhile, widespread political and 
economic dissatisfaction had found ex- 
pression in the Solidarity movement. 
Poles had lost confidence in their gov- 
ernment’s ability to solve the country’s 
growing problems. In the countryside, 
private farmers demanded their own 
union, Rural Solidarity. 


Figures for 1981 present a generally 
grim picture. Crop production rose 20 
percent thereby recovering losses 
sustained in 1980, but livestock output 
fell 13 percent. In the economy at large, 
national income reportedly fell 13 per- 
cent, industrial output dropped 19 per- 
cent, and investment plunged 25 per- 
cent. 


As the purchasing power of Polish 
currency plummeted, farmers grew in- 
creasingly reluctant to sell commodities 
to government procurement agencies. A 
thriving black market developed, and 
the combination of rising wages and the 
relative scarcity of other consumer 
goods led to ever longer lines for the 
foodstuffs that were available. 


With the recent martial law crackdown, 
the government has obviously rejected 
Solidarity’s proposal for the creation of a 
government-church-Solidarity trium- 
virate for solving Poland’s problems. 
Whether the government's policies wili 
work is an open question but, without 
additional borrowing, the situation will 
almost certainly get worse before it gets 
better. 


Outlook for 1982 

Despite a bigger harvest last fall, Poland 
faces further declines in supplies of cer- 
tain food items this year. Poultry meat 
output, which accounts for nearly one- 
fifth of total meat production, will drop 
an estimated 65 percent. Total meat 
availability will be down 10 to 20 percent. 


Other items in shorter supply will be 
eggs, vegetable oil, butter, and imported 
tropical products such as coffee and 
citrus fruits. On the other hand, supplies 
of milk, cheese, and sugar should match 
or even exceed last year’s levels. 
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Polish Diets Deteriorate as Per Capita Consumption of Protein Foods Drops 


Per capita consumption 


Red Meats’ (Ibs.) 
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As of February 1, Poland was about 2 
million tons short of its annual require- 
ment of grain for food. About 2.5 million 
tons had been lined up in imports, but 
the government had procured only 1.5 
million tons from Polish farmers. The 
domestic procurement target, which had 
already been scaled down, was 3.6 
million. Without the additional 2 million 
tons of grain, flour shortages are likely to 
show up by late spring. 


The reluctance of farmers to sell their 
grain to the government is not due to a 
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shortage of grain on the farm. The re- 
cent fall harvest was 1.5 million tons 
larger than the previous one. 


The problem is a further breakdown in 
economic relations between city and 
countryside. Farmers already hold a 
large supply of currency, but they have 
little to buy because of shortages of 
goods in rural markets. They've decided 
almost unanimously to hold onto their 
grain as a store of value and as in- 
surance against more expected cut- 
backs in government feed sales. 





The Polish government has responded 
with a mix of strategies. One offers 
coupons redeemable for future goods in 
return for farmers’ sales today; another 
ties purchases of needed farm inputs, 
particularly seed, to grain sales to the 
government. Also, prices of machinery 
and other inputs have been increased 
substantially, which may drain off some 
of farmers’ excess currency and en- 
courage further grain sales. 


The problem is that these government 
policies haven’t had much success in 
boosting procurements—they secured 
only about 100,000 tons of grain from 
farmers in January. For this reason, the 
possibility of forced deliveries hasn't 
been ruled out, although the long-term 
impact on Polish agriculture could be 
disastrous. 


Recovery Strategy 

A major component of Poland’s longer 
term recovery program in the food 
economy is a lowering of previous meat 
consumption goals. Under a new—but 
still preliminary—5-year plan, meat con- 
sumption in 1985 is expected to be only 
132 pounds per capita. That’s well below 
the level of the late 1970’s and 31 
pounds under the 1980 record of 163 
pounds per capita. 


As a substitute for meat protein, produc- 
tion of milk and other dairy products will 
be stressed. Through this strategy, ma- 
jor savings are expected on imported 
grain for feeding animals. 


At the same time, agriculture is to 
receive priority treatment regarding in- 
vestment and industrial supplies. 
Reforms of socialized farms were an- 
nounced last year, and many of the 
reforms won for private farms are likely 
to be maintained. 


The government also acted to bring 
some order to the food marketplace. 
Taking advantage of the martial law 
decree to restrain public opposition, the 
government tripled and quadrupled 
prices for key food items on February 1. 
Unrealistically low food prices relative to 


sharp wage increases of late 1980 had 
been partly responsible for the long food 
lines. 


Polish authorities say the new prices 
meet costs of production and allow for 
some profit to farmers and food 
processors. The higher prices will also 
reduce government subsidies to the 
food economy which amounted to $11 
billion last year. 


By emphasizing productivity, orderly 
markets, and self-sufficiency, the Polish 
government says that food problems will 


be solved by 1985. These expectations, 
however, seem overly optimistic. 


Even with fairly sizable infusions of new 
foreign credit, real recovery will not be 
easy to accomplish in a few years. Much 
also depends on the cooperation of far- 
mers and the overall perceptions of 
Poles that the government is acting in 
their best interests. 0 


[Written by ERS economist Ed Cook, a 
specialist on Poland. Just before martial 
law was announced, Cook spent 2 weeks 
on assignment in Poland.] 





Credit Customer 


American agriculture has a consid- 
erable stake in a satisfactory resolu- 
tion of East-West differences over 
Poland. 


The U.S. government has taken the 
position that Poland’s problems can 
best be solved in an atmosphere of 
moderation—free of outside inter- 
ference. 


When the Polish government gave in 
to Soviet pressures for a crackdown, 
the United States responded with a 
series of sanctions directed at both 
the USSR and Poland. For Poland, 
the suspension of further credits is 
most important since Poland had 
asked for $740 million to finance its 
agricultural imports this fiscal year. 


Last year, the United States provided 
$670 million in CCC credit guarantees 
to help Poland buy U.S. farm 
products. Without the credits this 
year, Poland is still free to buy, but 
only on a strictly commercial basis. 


The Administration has stressed that 
its actions aren't directed at the 
Polish people. The shipment of 
humanitarian food aid by private 
relief agencies is being encouraged 


so long as the aid goes to those in 
need and, to the extent feasible, is not 
channeled through institutions of the 
Polish government. 


Poiand Kas Depended on Credit To 
Finance Growing Purchases of U.S. 
Farm Products 


1981 


$ millions 
800 
% financed by 1977 


CCC credits: 





1973 74 75 76 77 78 79 80 81 


Fiscal years 
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Monthly Price Monitor 


February prices were bearish for crops, 
somewhat bullish for livestock. Corn dropped 
14¢ a bushel from January's U.S. average 
farm price. Wheat lost 11¢. Soybeans 
slipped below $6 a bushel for the first time 


since June 1980. Cotton dropped just a 
fraction, but its price hasn't been so low 
since January 1978. Livestock did better. 
Choice steer prices gained $2.80 per cwt. 
from January to February. Feeder steers 


rose $3.23, and barrows and gilts rose $3.60. 
Broilers gained 2¢ a pound. Prices for feeder 
steers, broilers, and all four crops remained 
below year-eariier levels. 
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